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A  stud"  of  prices  and  production  over  twenty 
years  to  determine  viha'c  factors  influence  the 
price. 


\.ashington,  D.  C. 
i/lardi,  1923. 


1.  Besides  the  supply  of  hogs  brought  to  nmrket,  the 
value  of  the  dollar    and  the  level  of  deimnd  are  factors  deter- 
mining hog  prices  at  any  given  time,  (Page  2.) 

2.  The  level  of  the  demand  for  hogs  varies  from  time  to 
time  with  changes  in  export  dema-nd,  in  the  price  of  steers  (and 
hence  of  beef),  in  the  qua.ntity  of  hog  products  in  storage,  and 
with  changes  in  business  conditionSe    The  demand  v/as  tending 
steadily  upv/ard  before  the  war.    After  the  war  period  dernand 
dropped  to  a  lower  level     than  before  the  war  with  some  subse- 
quent recovery,   (Page  3o) 

3.  The  supply  of  hogs  varies  as  farmers  respond  to 
differences  in  the  relation  between  corn  prices  and  hog  prices. 
It  has  usually  taken  about  a  year  to  a  year  and  a  half  before 
changes  in  breeding  began  to  affect  market  receipts  and  prices. 
(Page  3.)  . 

^.    By  estimating  future  supplies  from  the  relation  be- 
tween present  corn  and  hog  prices  and  forthcoming  supplies,  and 
estimating  the  future  trend  of  business  conditions  from  the 
prices  of  industrial  stocks,  hog  prices  before  the  v/ar  could 
have  been  forecasted  six  months  in  advance  with  a  high  degree  of 
accuracy,     (Pages  3  and  7») 

5»     The  present  situation  (in  Ivla.rch,  1925),  indicates 
^>hat  hog  prices  vdll  be  rising  during  1925,  and  will  remain  high 
until  at  least  the  spring  of ■  1926»     (Page  5«) 
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'  .  vVhat  Ifekes  the  Price? 

All  hog  prices,-  whether  rholebale  or  retail,  tend  to  move  together,  as 
sh077n  in  Figurs  Ic    The  great  variations  in  hog  prices  she;?  up  at  all  points 
alike  in  the  marketing  process.    To  6j:plain  the  most  important  causes  of  dif- 
ferences in  hog  prices  it  is  necessary  to  e:<plain  why  pork  as  such  is  high  or. 
lo\7  at  a  given  time,  no  matter  tfeiethsr  it  is  quotf.d  as  hogs  on  the  farm  or  at 
the  market,  or  as  meat  at  the  hutch er*Sa    This  report  is  confined  to  a  discus- 
sion of  the  factors  that  make  the  prices  themselves  isove ,  and  doss  not  include 
a  study  of  the  rcargins,  l/  ■ 

The  price  of  heavy  hogs,  mediiam  to  choice,  on  the  Chicago  rrarket  may  he 
■taken  as  representing  the  general  level  of  hog  prices  at  a  given  time.     In  the 
haiahce  of  this  report    hen  "hog  prices"  is  used  it  should  he  understood  to 
mean  the  price  of  this  specific  group. 

Helation  of  Price  of  Hogs  to  the  Value'  of  the  Dollar.  During  the  last 
twenty  years  the  value  of  the  dol?:ar,  as  shoi7n-oy  the;  quahuity  of  different 
comrrodities  which  can  he  "bought  with  it,  has  "been  subject  to  very  wide  changes. 
Thus  in  I905  a  dollar  would  huy  175  per  csnt  as  much  of  other  things  as  it 
7/onld  in  l9f^^i-,  v.hile  in  1920  a  dolla,r  would  huy  only  60  per  cent  as  much  as  in 
192^,    For  this  reason  "before  the  prices  of  hogs  can  have  riich  real  meaning 
they  raist  he  stated  in  units  of  the  same  pui'chasing  power  at  different  times. 

This  can  he  done  by  multiplying  each  price- hy  the  purchasing  power  of 
the  dollar -for  that  period,  using  some  one  yeo-r  a&  the- hase.    Thus,  if  we  took 
192'+  for  the  base  period,  and  had  the  following  prices  to  consider:  I905t 
$5'»7^+;  1920,  $13,10;  1921+,  $10.00;  we  could  reduce  all  the  prices  to  compar- 
able units  by  multiplying  by  the  purchasing  power  of  money  - 

1/    Pigure  l  is  drawn  on  a  logarithmic  scale,'  v;hich  means  that  all  rela- 
tions" are  on  a  relative  basis.  Thus  in  1%3  retail  pork  prices  on  this 
chart  were  8.bOut  the  same  distance  above  wholesale  hog  prices  as  they 
were  before  the  war.    That  sho'.rs  tliat  the 'percentage  of  the  retail 
price  which  went  to  pay  for  marketing  remained  about-  the  same«  Since 
the  v;ar,  however,  retail  and  wholosale  prices  have  been  relatively 
much  further  above  farm  prices  than  they  were  before  the  war  -  the 
proportion  of  the  retail  price  which  goes  to  pay  for  markeiting  is  larger 
than  it  was.    This  may  bo  an  explanation  of  the  fact,  shown  later  on, 
that  demand  for 'hogs,  measured  by  the  (de-flated)  ivholesale  price,  is 
now  less  than  it  was  before  the  war.    Possibly  measui'ed  by  retail  prices 
demand  for  hog  products  is  a.3  grecit  as  ever,  and  only  the  fact  that  a 
larger  proportion  is  retained  for  marketing  services  makes  the  demand 
less  at  the  farm.    Relatively  higher  freiglits,  wages  and  urban  rents 
may  eacn  be  partly  responsible  for  the  wider  margins. 
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100  per  cent  for  192^,  I75  per  cent  for  I905,  and  6b  per  cent  for  1920. 
That  would  give  $10.00  for  each  year,  shov/ing  that  when  the  difference  in 
price  due  to  difference  in  t'ae  value  of  money  was  eliminated,  the  real  price, 
as  measured  in  other  corairiodities ,  was  the  same. 

Whenever  the  term_ "price"  is  used  in  the  remainder  of  this  report  it 
should  he  understood  to  mean  price  as  expressed  in  dollars  of  the  same  pur- 
chasing power  as  in  192^4,  and  not  merely  price  in  actual  dollars. 

Relation  of  Supt)1v  _to  Price,    Supply  is  the  greatest  single  factor 
affecting  the  price  of  hogs.    This  was  shown  by  a  study  of  the  different 
facto.rs  which  caused  changes  in  the  price  of  hogs  in  the  years  "before  the  \7ar, 

Figure  2  shows  how  the  supply  of  hogs  varied  up  and  do\7n  during  the 
period,  while  Pigure  3  shows  the  general  relation  of  the  average  supply  dur- 
ing a  period  to  the  price  prevailing  during  that  period,  leaving  cut  of  ac- 
count the  other  factors  affecting  price,  ij    The  last  figure  shows  that  at 
any  time  the  larger  the  supply  the  lower  the  price.    Thus  during  190? 
market  would  have  taken  UCO  million  pounds  of  hogs  a  month  at  a  price  around 
$12.00  per  100  pounds  (in  terms  of  I92U  dollars),  hut  would  have  "been  railing 
to  pay  Only  about  $10,50  if  5OO  million  pounds  a  month  had  been  offered, 

'The  figure  also  sho\7G  the  tendency  toward  a  steady  upward  growth  in 
demand  over  the  period,  as  population  increased  and  pork  became  a  more 
popular  food.    Thus  in  I907,  only  about  $9^50  would  have  been  paid  for  60O 
million  pounds  per  month  (in  dollars  of  192^4  purchasing  power)  ,  while  by 
1910  the  market  would  have  paid  about  a  dollar  and  a  half  more  a  hundred 
pounds  for  the  same  supply,  and  by  191^  would  have  paid  about  $13-00  per  100 
poujids  had  only  an  average  of  60O  million  pounds  of  pork  been  slaughtered 
per  month. 

The  slaughter  during  any  one  month,  and  the  quantity  of  pork  and 
pork  products  held  in  storage,  both  had  some  effect  upon  the  price,  but  the 
average  slaughter  over  a  period  of  several  months  had  a  much  greater  effect 
upon  the  price  than  did  differences  in  slaughter  or  in  storage  from  month 
to  month* 

The  war  period  seems  to  have  checked,  at  least  temporarily,  the 
steady  growth  in  the  demand  for  hogs.    During  the  post-v7ar  years  the  demand 
(as  shown  by  wholesale  prices)  v/as  much  lower  than  just  before  the  war.  Thus 
the  price  received  for  hogs  in  1921  indicates  that  the  deinand  for  hogs  during 
that  year  was  only  about  the  same  as  in  1907»    There'  was  some  recovery  in 
demand  in  1922  and  I923  to  about  the  same  level  as  in"  1910»  ^'^^  some  slight 

\J    As  used  in  this  report,  supply  is  measured  by  total  weight  of  hogs 

(not  merely  the  dressed  weight)  slaughtered  under  Federal  inspection, 
y/hile,  of  ODurse,  this  does  not  cover  the  entire  supply,  it  consti- 
tutes one  of  the  most  accurate  indices  of  the  supply  entering 
commercial  channels. 
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Fig,  1.    This  figure  shows  the  prices  at  each  step  from  the 
farmer  to  the  consumer.     Though  prices  at  all  points  through  the 
marketing  process  tend  to  move  together,  since  the  war  the  margins 
between  the  farm  price  and  the  retail  price  have  been  relatively 
higher  than  before  the  v/ar. 


Fig.  2.    Besides  the  seasonal  variation  in  receipts  from 
month  to  month,  note  how  much  heavier  receipts  are  some  years  than 
others . 
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Fig.  3.    This  chart  shows  the  relation  of  supply  to 
price,  and  also  the  change  in  the  price  that  would  have  heen 
received  for  the  same  size  supply  in  different  years.     In  1907 
a  supply  of  600  million  pounds  of  hogs  per  month  (live  weignt), 
would  have  brought  about  $9.50  per  100  lbs.,  while  in  1910  the 
same  supply  would  have  brought  about  $11.00,  and  in  1914,  about 
$13.00. 

ACTUAL  HOG  PRICES  AND  HOG  PRICES  ESTIMATED 
BY  FORECASTING  FORMULA 
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Fig.  4.    The  estimated  prices  were  computed  by  &  method 
which  used  data  available  six  months  before  the  price  being 
studied.    By  this  method  the  trend  of  prices  can  be  forcasted 
six  months  in  advance. 
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further  recovery  in  192^.    iio^raver ,  it  vdll  be  se'^-eral  jrears  before  it  \7ill 
be  possible  to  tell  ■whether  the  denand  for  hogs  has  resumed  the  steady  up- 
ward trend  -.Thioh  characterized  the  decade  before  the  v/ar. 

Factors  Causin;^  Variation  in  Demndt    Besides  the  changes  in  price 
due  to  differences  in  supply  and  to  the  steady  growth  in  demand,  some  of  the 
differences  in  price  vrere  due  to  variations  in  denand  from  tine  to  time. 
The  most  important  cause  of  these  variations,  ir,  demand  v;as  change  in  the 
ej^ort  demand  for  pork  or  lard.     Conpared  to  the  differences  in  the  supply, 
hov7ever,  this  was  a  relatively  unir:por tan t  factor,  having  only  about  one- 
tenth  as  much  an  influence  -Apon  price  during  the  period  as  did  changes  in 
supply. 

Since  the  consumer  can  readily  substitute  beef  for. pork,  the  price 
of  steers  has  some  effect  upon  the  price  of  hogs.    During  the  period  studied, 
ho-7evcr,  changes  in  the  price  of  steers  had  a  less  important  effect  upon  the 
price  of  hogs  xhan  did  changes  in  export  demand. 

Changes  in  the  general  prosperity  of  city  people,  because  of  changes 
in  "Dusiness  conaitions,  have  often  been  thought  to  have  a  large  influence 
upon  the  price  of  farm  products,    Sut  as  far  as  shovvn  by  this  stud;/,  changes 
in  business  activity  have  only  a  very  small  effect  upon  the  price  of  hogs, 
being  less  irportant  than  any  01  the  other  factors  already  named.  Very 
active  business  conditions  increased  prices  slightly,  but  under  depressed 
conditions  hog  prices  were  as  good  aa  with  moderately  active  business.  That 
is,  only  during  the  very  active  phase  of  t}ie  "business  cycle"  is  there  any 
measurable  effect  of  business  conditions  upon  hog  prices. 

forecasting  Prices.    During  the  period  from  l^Oy  to  191^,  nearly;  90 
per  cent  of  the  variation  in  hog  prices  1/  from  one  month  to  the  next  can 
be  accounted  for  on  the  basis  of  the  factors  mentioned  -  slaughter,  stocks 
in  storage,  trend  in  demand,  value  of  the  dollar,  business  conditions, 
export  demand,  and  prices  of  steers.    In  fact,  by  forecasting  supply  on  the 
basis  of  the  facts  presented  in  the  ne::t  section,  it  would  have  been  possi- 
ble to  forecast  pre--^r  hog  prices  six  months  in  advance  v/ith  a  very  high 
degree  of  accuracy,    ligure  h  sho\7S  how  closely  this  could  have  been  done, 
and  indicates  how  accurately  "the  law  of  supply  and  demand"  accounted  for 
changes  in  hog  prices  over  this  period. 

The  Sf f ect  of  Price  upon  Supply. 

■ifiaen  hog  prices  are  high,  farmers  natvjrally  tend  to  increase  their 
production  of  hogs,    3ut  they  take  into  consideration  not  only  the  price 
of  hogs  but  also  the  price  of  corn.    When  they  can  sell  their  corn  for  more 
than  they  can  get  for  it  by  feeding  it  to  hogs,  they  naturally  breed  fewer 

1/    Taking  account  of  the  different  factors  enumerated  in  a  multiple 
correlation  with  the  average  monthly  price  of  hogs,  a  coefficient 
of  R=,93^  ""Ta-s  obtained,  sho^^ing  that  80  per  cent  of  the  ^v^^riation 
in  prices  could  be  accounted  for  on  the  basis  of  these  relations. 


hogs;  and  when  they  can  get  more  for  their  corn  "by  feeding  it,  they  tend  to 
"breed  more  hogs. 

On  the  average  of  the  last  twenty  years,  100  pounds  of  hogs  have  sold 
for  just  as  much  on  the  Chicago  max-ket  as  have  11,^  "bushels  of  corn.    .\/e  can 
get  some  idea  of  ho;7  the  relative  advantages  of  feeding  hogs  has  appeared  to 
farmers  during  this  period  hy  con^aring  the  price  of  corn  with  the  price  of 
hogs.     One  waj/  of  doing  this  is  "by  showing  the  difference  in  price  "between 
100  pounds  of  hogs  and  11. U  "bushels  of  corn. 

Figure  5  shows  for  each  month  during  twenty  years  the  difference  be- 
tween the  price  of  100  pounds  of  hogs  and  of  11;  U  bushels  of  corn,  showing 
ho^y  far  the  hog  price  differed  from  the  average  relation  to  corn  price. 
\ihen  hogs  were  cheap  compared  to  corn  (the  black  section)  corn  fed  to  hogs 
brought  less  than  the  average  return;  while  when  hogs  were  high  corrpared  to 
corn  (the  shaded  areas)  corn  fed  to  hogs  brought  more  than  the  average  re- 
turn.   The  black  areas  represented  periods  when  hog  production  was  less 
profitable  than  the  average;  the  shaded  areas,  when  hog  production  was 
relatively  profitable. 

Figure  6  shows  what  effect  these  differences  in  the  relation  of  corn 
and  hog  prices  had  upon  hog  production,    \faen_  the  prices  were  favorable  to 
hog  production,  farmers  bred  more  sows.    Then  after  the  pigs  had  been  born 
and  fattened  and  began  to  come  to  market,  the  increased  breedings  became 
apparent  in  heavier  receipts  and  sLaughterings ,    It  took  from  a  year  to  a 
year  and  a  half  before  the  increased  breedings  by  farmers  began  to  affect 
the  market  receipts.    It  took  just  as  long  for  breeding  changes  to  affect 
the  market  when  hog  prices  were  low  conpared  to  corn  prices.     Farmers  at 
once  began  to  reduce  fheir  breedings;  a.nd  a  year  to  a  year  and  a- half  later 
the  reduced  breedings  began  to  reduce  the  market  receipts. 

This  relation  is  particularly  noticeable  in  the  years  before  the  v;ar. 
In  1902  corn  was  relatively  high;  as  a  direct  result,  hog  receipts  fell  off 
sharply  during  the  last  of  1309  and  most  of  I5IO,    This  forced  hog  prices 
relatively  high  early  in  1910»  and  farmers  increased  .their  breeding.  By 
the  last  of  I9II  their  increased  production  became  apparent  in  heavier 
market  receipts;  hog  prices  declined,  and. another  change  was  started. 

This  explains  the  more  or  less  regular  "cycles"  which  have  char- 
acterized hog  prices  ever  since  good  records  have  been  kept.     Starting  with 
a  period  of  corn  and  hog  prices  favorable  to  hog  production,  farmers  breed 
more  sows,  and  continue  to  increase  their  breeding  stock  so  long  as  the 
current  price  relation  is  favorable,  ignoring  the  fact  that  by  the  time  the 
pigs  will  be  ready  for  market  the  relation  ma,y  have  changed.     Then  when 
this  accumulated  increase  in  breeding  finally  appears  as  market  receipts, 
the  market  for  hogs  is  soon  over-supplied,  and  hog  prices  become  unfavorable. 
Hog  producers  start  to  contract  their  breeding.    But  for  some  time  there- 
after the  surplus  of  pigs  resulting  from. the  previous  heavy  breeding  con- 
tinues to  reach  the  markets  and  hold  prices  low,  and  farmers  continue  to 
reduce  breeding  herds,  in  spite  of  the  fact  that  the  reduction  in  breeding 
stock  already  made  will  reduce  the  pig  crop  enough  to  bring  hogs  "back  to  a 
profitable  "basis. 


Fig.  5.    The  light  areas  shew  periods  when  hog  prices  were 
high  relative  to  corn  prices,  and  the  black  areas  show  periods 
when  hog  prices  were  low  relative  to  corn  prices. 


Fig.  6.    Using  the  moving  averages  eliminates  the  seasonal 
variation.    Note  that  periods  of  prices  favorable  to  hogs  are 
generally  followed  by  periods  of  increased  receipts,  and  periods 
unfavorable  to  hogs  by  decreased  receipts. 
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So  the  "cycle"  tends  to  be  sol f-pcrpetua ting,  each  period  of  rela- 
tively favorable  hog  prices  causing-  too  great  a:i  e.vpansion  in  production 
before  prices  become  unprofitable,  and  the  period  of  relatively  unfavorable 
prices  which  inevitably  follows  causing  too  great  a  reduction  in  breeding 
before  favorable  prices  are  restored. 

On  the  basis  of  this  alicost  ciutoraatic  response  of  most  farmers  to 
changes  in  the  relation  of  hog  prices  to  corn  prices  future  changes  in 
hog  receipts  can  be  rather  accurately  forecasted  on  present  relations  of 
corn  and  hog  prices.    This  v/as  the  basis  used  for  making  the  price  estimates 
mentioned  in  the  previous  section,  l/ 

AS  the  result:  of  this  periodic  variation  in  hog  production,  most 
hog  producers  have  "too  many  hogs  to  sell  when  prices  are  low,  and  but  few 
hogs  to  sell  v/hen  prices  are  high".    Though  fluctuating  corn  yields  and  corn 
prices  will  continue  to  make  profits  from  hog  production  a  variable  quantity, 
once  farmers  recognize  that  the  seemingly  almost  perverse  action  of  prices 
has  been  very  largely  due  to  actions  by  thorn  and  their  fellovr  producers, 
they  can  do  much  to  stabilize  both  the  production  and  the  price  of  hogs. 

The  Outlook  for  Ko;.^  Prices  During  1925  ^ 

Hog  producers  enter  1925  v/ith  l^j  per  cent  fev;er  hogs  than  a  year 
ago  and  every  indication  that  prices  uuring  the  next  IS  months  will  be  high- 
er than  at  any  time  since  1920,    Si^:  to  eight  million  fewer  pigs  will  be 
born  this  spring  than  last  spring,    ^exior  sov/s  will  farrov^  next  fall  than 
farrowed  last  fall  if  producers  respond  to  the  unfavorable  r election  of  corn 
and  hog  prices  as  they  have  done  in  the  past,    Nevertheless,  conditions  are 
favorable  for  expending  fall  farrowing.    Breeding  plans  shoiald  be  based  not 
on  present  price  relations,  but  on  the  relations  that  are  e:cpected  to  pre- 
vail V7hen  the  pigs  are  ready  for  market, 

A  further  reduction  in  hog  production  is  highly  undesirable  both 
from  the  point  of  view  of  requirements  for  domestic  consumers  and  from  that 
of  long-time  policy  of  production. 

Compared  to  the  trend  in  the  slaughter  of  hogs,  the  pigs  born  during 
192U  repr  esented  about  a  normal  crop,  '  The  reduction  to  normal  has  already 
caused  hog  prices  to  rise  to  about  the  equivalent  of  the  average  price  for 
the  period  1909-1913 »  taking  account  of  the  change  in  the  purchasing  power 
of  money,    farmers'  reports  of  sowg  bred  or  to  be  bred  for  spring  farrowing 

1/    Ovdng  to  the  great  change  in  the  demand  for  hogs'  since  the  war,  it 
has  not  yet  been  possible  to  forecast  prices  for  the  iramediate 
future  rdth  the  same  accuracy  as  they  could  have  been  forecasted 
before  the  war.    Not  until  dcmnd  6,gain  becomes  fairly  steady  and 
its  trend  can  be  determined  can  a  very  close  price  forecast  be 
made, 

2/    Jrom  The  ii.gr i cultural  Outlook  for  13'<^-3,  U»       Department  of  Agricul- 
ture Misc.  Circular  38, 
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indicate  that  the  spring  crop  of  pigs  in  the  Corn  Belt  v/ill  be  about  25  to 
27  million,  as  coijpared.  to  j?3  ^''illion  in  192M-  and  40  iaiilion  in  1923 •  This 
T/ill  result  in  receipts  in  the  fall  and  v/intor  of  192|;-2b  much  lighter  than 
for  several  years, 

'The  present  business  situation  indicates  that  during  I925  American 
demand  v/ill  be  at  least  as  active  as  during  1924,    The  foreign  outlook  is 
for  steady  demand,  the  inproved  purchasing  poT/er  of  Germany  and  the  gradual- 
ly improving  economic  conditions  in  other  countries  enabling  them  to  con- 
tinue as  active  bidders  for  poi'k  and  larda    However,  still  higher  prices 
v/ill  undoubtedly  result  in  decreases  in  the  volume  of  our  pork  and  lard 
exports. 

Present  supply  and  demand  conditions  are  sufficient  to  assure  a 
year  of  prices  higher  than  in  any  recent  period  except  that  of  war-time 
inflation. 

If  the  recent  high  price  of  corn  stimulates  some  increase  in  acreage, 
even  with  a  yield  per  acre  as  low  as  that  of  192^,  the  total  production 
would  be  somewhat  greater  in  1925»  number  of  livestock  has  been  so 

greatly  decreased  since  a  year  ago  that  even  an  average  yield  of  corn  would 
prove  more  than  enough  for  all  ordinary  feeding  deir^nds.    Should  there  be 
a  large  yield  of  corn,  with  the  reduced  deicand,  considerably  lov/er  corn 
prices  wculd  result. 

These  facts  indicate  that  the  chances  are  in  favor  of  fall  pigs 
proving  profitable  enough  to  justify  some  expansion  in  sows  bred  for  fall 
farrowing  above  the  number  of  last  year.    Fall  farrowings  may  be  materially 
increased  by  breeding, for  early  fall  farrowing  gilts,  that  might  otherwise 
be  sent  to  market.    It  is  probable  that  prices  will  be  good  for  sows  next 
winter.     In  fact,  the  full  force  of  the  shortage  of  hogs  v.'ill  probably  not 
be  felt  in  the  markets  until  th3  early  part  of  the  run  of  1925-26  or  later, 
depending  upon  the  size  of  the  1925  corn  crop. 

The  shortage  of  the  hogs  for  1925-26  offers  the  South  an  opportunity 
to  supply  a  large  part  of  its  own  demand  for  pork  in  a  year  when  prices  will 
be  attractive.    The  extent  to  v/hich  hog  production  in  the  South  may  be 
profitably  expanded  depends  largely  upon  the  extent  to  which  the  production 
of  feed  crops  can  be  increased,     luiere  peanuts  or  more  corn  can  be  grown 
in  1925  it  probably  will  pay  to  expand  farrowing  in  the  fall  of  1925  to 
the  limit  of  the  available  feed. 


Kote.    'Ihe  statements  rade  here  are  based  upon  statistical 
r.casuren-ent  {"by  nialtiple  correlstion)  of  t'le  different  ;t'orc>js  affecting 
hog  prices,  v.'hich  r/ill  be  presented  in  full  in  a  forthcoming  bulletin. 

The  factors  used  in  making  the  forec£,st  of  hog  prices  sho-.7n  in 
FiguTu  h  rere  as  folio V;S: 

A,  Corn-hog  differential,  lagged  IS  months. 

B,  Live  V7eight  of  hogs,  lagged  11  months, 

C,  Ooi::positc  price  of  stocks  of  20  industrial  corporations, 
lagged  six  months. 

D,  Price  of  corn,  lagged  11  months, 

E,  Price  of  heavy  hogs  at  Chicago, 

The  figures  were  all  monthly  averages.    They  \7ere  stated  as 
follows: 

A,     The  price  of  11, U  bushels  of  Ho,  2  yellov;  corn  less  the 
price  of  100  pounds  of  heavy  hogs,  both  at  Chicago, 

3,    The  average  weight  of  hogs?corrected  for  average  season- 
al variation  and  v;as  expressed  as  a  percentage  of  the 
trend  in  weight,  using  a  39-mcnth  moving  average  for  the 
trend, 

C.  The  price  of  stocks  was  e:q)ressed  as  a  per  cent  of  trend, 
using  a  U^-month  moving  average  for  the  trend, 

D.  'The  price  of  corn  v/as  corrected  for  average  seasonal 
variation  and  then  expressed  as  a  per  cent  of  trend, 
using  a  33-cionth  moving  average  for  the  trend, 

S,    The  price  of  hogs  vras  divided  by  the  average  seasonal 
variation  in  price,  and  then  stated  as  a  percent  of 
trend,  using  a  straiglit-line  trend  fitted- by  least- 
squares  for  the  period  1903  througn  1915. 

Using  curvilinear  multiple  correlation,  a  multiple  -correlation 
index  of  .sUy  v.'a.s  obtained  ^vith  hog  prices,    \ifhen  this  was  transformed 
from  deviations  from  trend  back  to  actua.l  prices  there  vas  a  correlation 
of  .967  between  "estiniated"  and  actual  price. 

Dr.  Sewall  \iiright  has  recently  published  a  study  of  Corn  and  Hog 
Correlations,  U,  S.  Department  of  Agriculture  Bulletin  h'o,  I30O.  Using 
semi-annual  data  for  the  period  loJO  to  I915,  Dr.  Wright  made  "An  attenpt 
to  analyze  the  play  of  interacting  factors  responsible  for  the  annual 
fluctuations  in  production  and  price  of  hogs".    His  conclusions  as  to  the 
causes  of  the  hog  cycle  are  the  same  as  those  reached  from  this  study  of 
monthly  data. 
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